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Since the end of September, Bolivia has signed a series of new accords with Chile that will increase
technical cooperation between both countries. The two nations are also pushing forward with
negotiations on construction of a new gas pipeline that will allow Bolivia to sell at least four million
cubic meters of natural gas per day to its neighbor. Meanwhile, in late September the Bolivian state
oil company Yacimientos Petroliferos Fiscales Bolivianos (YPFB) signed a new contract with the
Argentine oil firm Yacimientos Petroliferos Fiscales (YPF) to permit the latter company to explore
for hydrocarbons in Bolivia, which could pave the way for joint exploitation contracts in the future if
energy reserves are discovered.
Since Bolivia and Chile signed a landmark trade accord in April 1993, relations between the two
countries have steadily improved, with the understanding that as cooperative economic agreements
begin to take hold, both nations will slowly work toward the reestablishment of diplomatic relations.
The two countries broke off diplomatic ties in 1962 because of a dispute regarding their common
border. In fact, in early September President Gonzalo Sanchez de Lozada met with Chilean
President Eduardo Frei in Brazil, where they agreed to commission high-level representatives
to explore ways to broaden the 1993 trade accord to include economic, scientific, and cultural
cooperation agreements. The two presidents plan to meet again in December in the US to examine
the progress made by the technical delegations, and to consider opening formal negotiations on
diplomatic relations.
In the latest effort to improve commercial ties, in late September Chile's Economy Minister, Alvaro
Garcia, travelled to Bolivia for a new round of talks with members of Sanchez de Lozada's cabinet.
During his visit, Garcia signed three separate economic accords with Bolivian ministers. First,
Bolivia's Finance Minister, Fernando Cossio, endorsed an agreement to mutually protect and
promote investments between the private sectors of both nations. The pact seeks to promote the free
flow of capital between the two countries, and to establish guarantees for investors in each other's
territory. The agreement will likely pave the way for a substantial increase in Chilean investment in
Bolivia, since Chilean firms are eager to bid on state companies that President Sanchez de Lozada's
government is planning to privatize, particularly the electricity and telecommunications firms
Empresa Nacional de Energia Electrica (ENDE) and Empresa Nacional de Telecomunicaciones
(ENTEL).
Indeed, Alvaro Garcia also met with Alfonso Revollo head of Bolivia's new "Capitalization"
Ministry, which oversees the privatization program to discuss the terms and conditions being drawn
up to carry out the sale of state firms. Next, Garcia and Bolivia's Trade and Industry Secretary,
Carlos Morales, signed two new technical accords. The first calls for the regular exchange of
information and expertise on business matters to increase bilateral trade. It also calls for mutual
cooperation among the public and private sectors of both countries to acquire new technology
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and search for untapped markets for exports. The second accord commits Chile to assist Bolivian
exporters in upgrading the sanitary quality of their agriculture goods to assure that Bolivia's farm
exports can freely enter markets that are protected by rigid sanitary regulations. This accord will not
only help Bolivia when seeking new markets for its goods, but should also increase Bolivian exports
to Chile. Bolivia's exporters complain that Chile's excessive sanitary regulations have prevented
them from taking full advantage of the 1993 trade accord between the countries.
Following Garcia's visit to Bolivia, in early October Fernando Cossio in turn travelled to Chile
to review more cooperative agreements. Among other things, Cossio discussed a timetable with
Chilean officials to negotiate the final details of a plan to construct a gas pipeline between the two
countries that will eventually permit Bolivia to sell at least four million cubic meters of natural
gas per day to Chile. In 1993, Bolivia's YPFB and Chile's state oil company Empresa nacional del
Petroleo de Chile (ENAP) agreed to negotiate the terms for construction and management of a 1,100
km. pipeline. In July of this year, the YPFB also signed a framework accord with the Australian
company Broken Hill Proprietary (BHP) that commits those two firms to jointly manage Bolivia's
stake in the pipeline once the project moves forward.
After BHP was brought into the venture, the three companies accelerated their negotiations in
an attempt to complete the final details before the end of 1994. According to Bolivian officials,
the two governments have agreed to complete all matters related to the pipeline's construction
by November, including final decisions regarding the line's exact location and a calendar for
construction. Most of these negotiations are already completed, according to Bolivian officials, who
say the pipeline will originate in Bolivia's southern Tarija region, and will run the length of the
border due west until it crosses into Chile's Calama region. From there, the pipeline would branch
out in three directions that would connect the original line with three of Chile's northern ports:
Tocopilla, Mejillones, and Antofagasta.
Finally, in December all cost estimates will be completed, and the two countries will sign final
agreements on the volume, price, and form of payment for gas sold to Chile. If the negotiations
move forward as scheduled, construction is expected to begin in early 1995, with the goal of starting
operations by the second half of 1996. The YPFB estimates that total construction costs will reach
about US$350 million.
Meanwhile, in a separate development in late September, the YPFB signed a new contract with the
Argentine oil company YPF that allows the latter firm to explore for hydrocarbons in two targeted
regions in Bolivia's eastern department of Santa Cruz. The two areas cover a total of more than one
million hectares, which the firms believe contain commercial deposits of petroleum and natural gas.
The exploration contract will remain in effect for four years, during which time the YPF expects to
invest about US$50 million. If the YPF finds commercial deposits during that time, the contract will
automatically be extended for a period of 30 years, although the two firms would have to negotiate
the terms and conditions to exploit the reserves and share the profits.
The YPFB and YPF already have a contract that permits Bolivia to sell up to six million cubic meters
of natural gas per day to the YPF (see Chronicle, 04/14/94). The new contract, however, is the first
agreement signed that allows the YPF to explore for oil in Bolivia, and if exploitable reserves are
©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 3

LADB Article Id: 56446
ISSN: 1060-4189

discovered, the joint venture that will be formed to market the deposits will also be a first between
those companies.
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